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&PARTM ENT OF ORDER

TRANSPORTATION

Office of the Secretary DOT  2300.6E
of Transportation

AUG - 7 2003
Subject:

VOLPE NATIONAL TRANSPORTATION SYSTEMS CENTER
INDIRECT COST POLICIES

1. PURPOSE. This Order revises policies to govern:,(a) the
indirect costs incurred by the Volpe National T an?;ﬁortatlon
Systens Center (Volpe Center); (b) the manner of alfocating

such costs to sponsored projects; and (c) approval of the
Vol pe Center indirect cost budgets.

2. CANCELLATION. DOT 2300.613, Transportation Systens Center
[ndirect Cost Policies, of 7-16-93.

3. REFERENCES.

a) Title 49U.S.C. 328, establishes a Wrking Capital Fund for

financi ngl__the activities of the Transportation Systens
Center. itle 49U.S.C. 328(d) (1) authorizes the fund to

recover the expenses of the Center's operations, including
"overhead" (indirect costs as defined in this Oder).

b) DOT 2300.2A, Administration of the W rking Capital Fund,
Transportation Systens Center, of 8-26-82.

c) DOT 2700.811, Accounting Principles and Standards, of 6-13-
78, establishes uniform accounting principles and standards
for the Department of Transportation (DOTE).

4. BACKGROUND.

a) The Volpe Center operates financially by neans of a Wrking
Capital Fund (WCF) established by Congress (see paragraph
3a). Operating funds are derived from advances made into
the fund by sponsoring organizations (operating
adm nistrations, secretarial offices, or Bureau of
Transportation statistics (BTS) wthin DOT, other Federal
agencies, state and |ocal governnments or the private
sector). This is the only source of financing available to
the Volpe Center for operating costs and capital
expenditures that do not require appropriations.

b) Costs incurred by the Volpe Center are charged to
sponsored projects as follows: (1) direct costs that are

specifically i1dentifiable with the projects; and (2)
i ndirect costs.
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5.

DEFI NI TION OF I NDIRECT COSTS. For the purpose of this Order,
Indirect costs (equivalent to "overhead" as this termis used
in 49'7J.S.C. 328(d) (1) are: defined as costs incurred by the
Vol pe Center under the WCF which are not directly identifiable
with sponsored projects, or where making such identification
woul d not be cost-effective. Indirect costs include:

admni strative support, supervision, managenent, and
managenent oversight by the Research and Special Prograns

Adm nistration (RSPA); planning, training, and capability
devel opment of a general nature rather than that required for
specific, sponsored projects; standby time; quick-reaction,
advisory assistance to the Secretary, Deputy Secretary and the
RSPA Administrator; participation in departmental committees
and task forces which are not directly related to sponsored
projects; capital inprovements that do not require
appropriations; facility mintenance and operations; and
general purpose equipnent, software, or other property
acquired or nodified for general institutional capability and
support.

POLICY. The follow ng general policies shall govern the
deternmination and allocation of indirect costs to specific
projects authorized by sponsors.

a) Indirect costs shall not be used as a means of financing or
suppl enmenting the financing of any research or technical
activities properly funded by a sponsor.

b) Indirect costs shall be allocated on a fair and equitable
basis, so that each sponsor is charged a proportionate
share of indirect costs in relation to the benefits
received.

c) Indirect costs shall be allocated to all sponsored projects
using either direct labor, or a combination of direct |abor
and fiscal year obligations, as the base(s) for
distribution as follows: (See Attachment 1 for a conparison
of the different nethods.)

1 Single Alocation Base. Al indirect costs, except for
project-related space and telecomunications, wll be
al located using direct labor as the distribution base.
Indirect costs will be allocated as a percentage of
direct salaries and benefits.
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d)

2 Conbi nation Allocation Bases. Indirect costs wll be

split into two cost pools and allocated as:

(a) Project Overhead. Indirect costs incurred
primarily in support of direct projects, such as
space used by the project, communications costs
related to the project, the indirect portion of
line managenent's salaries and benefits, and
other project-related indirect costs. Project
overhead will be allocated as a percentage of
direct salaries and benefits.

(b) General and Administrative (G&a). Indirect costs
incurred for the general managenent and
admnistration of the Volpe Center as a whole.
These costs, which do not have a direct
relationship to project activities, include
salaries and benefits of the Volpe Center
Director and his or her staff, admnistrative
support activities, facility operations, and
capital mmintenance. The G&A costs wll be
recovered as a percentage of total direct
obl i gati ons.

After analyzing the projected workload mx for the next
fiscal year, the Volpe Center wll select the nost
appropriate of the foregoing allocation nethods to
distribute indirect costs. Only one nethod will be used
during a fiscal year to distribute indirect costs to all
projects. Sponsors w |l be advised prior to the start of
each fiscal year which nethod will be used.

Uniform indirect cost rates shall be applied to all
sponsored projects, however, the Volpe Center is
authorized to establish: (1) a reduced rate for off-site
operations; and (2) a higher rate for unique sponsor
support or nanagenent requirements that should not be
included in the general indirect cost rate(s) charged to
all sponsors.

The rate(s) shall be adjusted as necessary during the
fiscal year, to maintain a close relationship between

pl anned and actual expenses. At the end of each fiscal
year, to the extent practicable, cost distributions shall
be adjusted to agree with actual costs incurred.
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7. | NDI RECT COST BUDGETS.

a) Risk Mtigation Account.

1.

Beginning in FY2003, up to six percent (6% of the net
project overhead budgeted by the Volpe Center each
fiscal year may be set aside in a Risk Mtigation
Account (RMA) within the Volpe Center's overhead
account. RMA funds will hereafter be available to pay
costs the Volpe Center incurs for its direct |abor and
contract support to correct nmnagenent and/or
oversight deficiencies with regard to a project and
where it would not be proper to charge such costs to
the project's sponsor. (No overhead will be charged
on RMA expenditures.) The percentage of indirect cost
obligations to be placed in the RVA each fiscal year
wll be established at the start of each fiscal year
as part of the Volpe Center's annual overhead budget
review approval process. Amunts in the RVA nay be
carried forward from year to year as the Research and
Special Programs Adnministration (RSPA) Admnistrator
determ nes necessary to the needs of the Vol pe
Center's working capital fund, provided that not nore
than $2.5 mllion may be carried forward within the
RVA into the next fiscal year.

Each proposed use of RMA funds shall be supported by a
witten determnation, to be approved by the RSPA
Admi nistrator, that: identifies the sponsored project;
describes the management and/or oversight deficiency
justifying the application of RMA funds; presents the
actions to be taken to address the deficiency, the
estimted amunt to be funded from the RVA and ot her
parties, and the basis for the estimate; and,
describes the action(s) Volpe Center managenent will
undertake to assure that the deficiency will not
recur.

. Any expenditure from the RMA nust be approved in

advance by the RSPA Admnistrator after consultation
with the Departnent's Chief Financial Oficer.

Vertical line denotes change
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b) The annual Vol pe Center indirect cost budget shall be
submtted to the RSPA Administrator for review and
approval. The RSPA Administrator wll advise the operating
adm nistrations, the BTS, and the Assistant Secretary for
Administration of the approved indirect cost rate(s), and
the base(s) to which the rate(s) wll apply.

c) The indirect cost budget shall be presented in a form
whi ch discloses planned obligations by summary cost
el ements, together wth supporting detail and an
expl anation of significant itens and trends. It shall also
identify any acquisitions or nodifications of property that
nmust be capitalized under the requirement of DOT 2700.8A,
Accounting Principles and Standards, and the approved
accounting system design for the Volpe Center. It shall
also include an analysis of the indirect cost rate(s) that
wll be applied to sponsored projects.

d) The Vol pe Center shall submt to the RSPA Adm nistrator a
quarterly report of actual indirect costs incurred conpared
with the approved budget. The report will include a
separate account for the accunulation of expense for
standby tine.

8. | MPLEMENTATION. \Where appropriate, secretarial offices,
operating admnistrations, and BTS shall develop additional
guidance required to inplenent this Oder and provide a copy
of that guidance to the Volpe National Transportation Systens
Center, RSPA, within six nonths of the date of this Order.

Samuel G Bonasso
Acting Admnistrator, RSPA

Vertical line denotes change
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COWPARI SON OF SINGLE
AND
COMBI NATI ON | NDI RECT COST ALLOCATI ON  BASES

The following exanples illustrate how indirect costs would be
recovered under the single recovery base concept and under the

conbi nation bases concept as described in the Ordex'. Because indirect
recoveries by a program vary in proportion to the ratio of salaries
and benefits to total obligations, Case A illustrates recoveries for a
| abor-intensive program and Case B for a mninum |abor program The
rates® for the Single Base and Conbination Bases exanples are:

Bases Single Base Conbi nati on
, (SB) (CB)
Overhead Charge to Salaries and
Benefits 78% 33%
General and Administrative (G&A)
Charge to Total nbligations 0% 8%

Actual obligations for the two cases and the two recovery bases woul d
be as follows for a $400K program

Proj ect Charge Case A Case B
(Labor Intensive) (M ni mum Labor)
Sal aries & Benefits (SB) SB CB _SB _CB
Overhead (OH) $ 169K $169K $42K $42K
Tot al sB&OH 131 56 33 14
300 225 75 56
O her Direct noligations
bligations before G&A 1003 o8? 3253 319°
400 323 400 375
General & Admnistrative
Total  CObligations " _26 0 30
$400K $349K $400K  $405K

! The recovery option selected by the Volpe Center will be uniformy
applied to all custoners.

2 Sanple rates based on the Volpe Center's FY 1992 indirect budget and
projected total obligations. Project size is representative for that
year.

* A small portion of obligations classified as direct in the Single
Base option would be recovered as Overhead in the Conbination Bases
option, e.g., progranmatic space and telecomunications costs and the
OW contract admnistrative surcharge.



